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PRESIDENT’S STATEMENT 


Soquip is now three years old. During 
these first three years of the 1970 
decade, we have witnessed a succession 
of events which have profoundly modified 
the economic and political conditions 
under which petroleum energy is pro- 
duced in countries endowed with major 
fields and distributed amongst the indus- 
trialized countries who stand in vital 
need of it. 


We cannot yet see the outcome of this 
evolution but certain trends may be 
perceived, the major one being the 
increasing role played by the govern- 
mental authorities of all countries in the 
energy sector. 


This general trend became inevitable as 
the governments of producing countries, 
subjected to the mounting pressures 


of economic nationalism at home, 
succeeded these past few years in 
tightening their growing control on all 
aspects of the extraction of their petro- 
leum natural resources. 


As yet, there does not exist a real physical 
shortage of crude, but control of 65% of 
the world production by governments 
intent on optimising their revenues and 
long-term benefits has put an end to 
available surpluses. This elimination of 
available surpluses will allow the crude 
prices to rise to almost equal the pro- 
duction costs of substitute energy (syn- 
thetic hydrocarbons from coal, oil, sands 
and shales in countries endowed with 
such resources). The shortage of supply 
in face of a rising world demand is, and 
will likely be for some time, more 
political than physical. 


These changes in supply conditions, 
coupled with a considerable increase in 
the world demand for petroleum energy, 
create a justifiable concern in petroleum 
deficient countries, not only as to their 
future energy requirements but also as to 
their balance of payments and to the 
world monetary stability. Such is and will 
be the situation of Eastern Canada as 
long as it depends on imported crude. 


This new _ situation creates strong 
pressures on importing country govern- 
ments, enticing them to play an increasing 
role on the world petroleum scene 
which was not required, before the 
intervention of producing country gov- 
ernments, when this industry was 
regulated by the decisions of multinational 
companies. The Quebec Government is 
aware of this situation and watches 
closely its evolution. 


Soquip and the other oil companies are 
involved in this situation inasmuch as it 
forms the framework of their future action. 
The companies that will make the most 
out of the rapidly changing structure of 
the world petroleum industry are those 
who, by seeking to assess the situation 
as it is rather than as they would like it to 
be, will be best prepared to adapt to 
modifications of their environment. 


In this context, your company Soquip is 
well placed to take initiatives leading to 
the realization of the objective for which 
it was created: profitable participation 
in Operations ensuring Québec of an 
adequate supply of petroleum energy 
under the best possible terms. 


Soquip’s efforts in the field of exploration, 
concentrated in Québec these last three 
years, have resulted in gross land holdings 
of 39 million acres, 28.7 million of which 
are explored by Soquip alone and 10.3 
million explored in partnership with 10 
private companies. Soquip’s net share 
of the jointly explored lands being of 
5.1 million acres, the total net land 
holdings of your company amounts to 
33.8 million acres. 


During the last three years, Soquip and 
its associates have drilled six wells 
totalling 21,560 feet and have carried 
out 149 party-weeks of geological work, 
2,999 miles of marine seismic surveys, 
293 miles of land seismic surveys, and 
one gravimetric survey. Our last two deep 
tests, the Citgo Laduboro Soquip Nicolet 
No. 1 and 1A drilled in the fall of 1972 
have found gas but not in commercial 
quantities. 


In three years, Soquip’s exploration 
expenditures amounting to $2.95 millions, 
have led directly to the investment of at 
least $3.88 millions by its associates. 
Your company’s share of the 1972-73 
exploration work amounts to $989,949, 
compared with $1,328,840 in 1971-72, 
and $634,144 in 1970-71. 


These expenditures have increased the 
value of Soquip’s land holdings and have 
been capitalized to be amortized against 
production resulting from a commercial 
discovery. 


Since the beginning of its operations, 
your company has established a reserve 
fund now amounting to $2,250,000 in 
view of honoring obligations taken over 
from Hydro-Québec by the transfer of 
licences held by the latter in the Gulf of 
St. Lawrence where expensive offshore 
drilling will have to be carried out. 


Our geological and geophysical studies 
of the Gulf of St. Lawrence basin have 
advanced to the point where a ffirst 
offshore well can be contemplated for 
the near future. The afore-mentioned 
reserve fund will allow Soquip to defray 
its participation in this initial well. 


Without neglecting exploration on land, 
Soquip can now increase its exploration 
effort in the Gulf of St. Lawrence, where 
targets are awaiting drilling. 


On the eve of this important step in the 
growth of your company, it is deemed 
useful to include in the present report a 
summary of the publicly known data on 
this basin and to compare it with similar 
producing basins, such as the North 
Sea basin. 


The investments required to discover, 
develop and put into production the 
hydrocarbon deposits believed to exist in 
the Gulf could amount to hundreds of 
millions of dollars. 


Being associated with other companies, 
Soquip will provide only part of the 
capital needed for the exploration phase 
leading to the initial discoveries. After 
such discoveries, the participating com- 
panies will be in a position to call upon 
outside financial interests to help finance 
the development and production of 
the fields. 


The exploration effort contemplated by 
Soquip is justified by the economic 
interest of the project for Soquip and its 
associates. The venture also takes on a 
public interest aspect if one considers the 
petroleum supply conditions likely to be 
the lot of eastern Canada in the decades 
to come, and the benefits and advantages 


accruing to Québec from a _ local 
production of energy under these 
conditions. 
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President and 
Chairman of the Board, 
Bernard Cloutier. 
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THE GULF OF 
ST. LAWRENCE 


A NEW OIL FRONTIER 


The Gulf of St. Lawrence forms a circular 
sedimentary basin bordered by the Province of 
Québec and the Maritime Provinces. The Gulf is 
some 65,000 square miles in total area, of which 
40,000 square miles are offshore including the 
14,000 square miles in the offshore region of 
Québec. The gross offshore area corresponds in 
size to the southern part of the North Sea where 
large oil and gas reserves have now been 
discovered. 


This offshore area can first be divided into 
two regions: 


The Anticosti platform in the north, formed of 
Ordovician’ and Silurian2 sediments gently 
dipping to the south. 


(1) Geological period about 450 million years ago. 
(2) Geological period about 400 million years ago. 
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The Ordovician sediments include petroliferous 
units of the Trenton, Black River, Chazy and 
Beekmantown which have facies similar to those 
of the St. Lawrence Lowlands Basin. 


The Silurian contains reefal horizons which crop 
out along the southern coast of Anticosti Island. 
These reefal horizons may constitute excellent 
subsurface petroleum objectives. 


The carboniferous3 basin covers the central 
and southern areas of the Gulf. This in turn is 
subdivided into the Bradelle platform area to the 
west and the Magdalen Salt Basin to the east. 
These younger sediments are presently of more 
particular interest. 


The Gulf of St. Lawrence is one of the last 
unexplored petroleum basins of North America. 
This is because of its location offshore, the 
complexity of its geology, and the depth of its 
petroleum objectives. Recent developments in 
seismic exploration techniques and offshore 
drilling rigs and equipment now make it possible 
to overcome some of the difficulties of exploration 
under complex geological and climatic con- 
ditions. This progress is exemplified by current 
operations in other frontier areas, such as the 
offshore of eastern Canada, the North Sea and 
the Arctic. 


An untested petroleum basin can be evaluated 
economically by calculating the volume of 
sediments present and estimating the amount of 
oil and gas it might contain by analogy with other 
producing basins of the same geologic type. This 
procedure is termed the “Weeks Method” and 
it has been refined by including many complex 
parameters according to the amount of geological 
and geophysical data available. The Canadian 
Petroleum Association has estimated the potential 
reserves of the Gulf of St. Lawrence basin, using 
such methods, at 2.2 billion barrels of oil and 
11 trillion cubic feet of gas. These are considered 
to be conservative estimates and nearly always, 
in producing basins, these prediscovery and 
development estimates have proven later to have 
been low. The size of the structures and types of 
reservoirs in the Gulf of St. Lawrence suggest the 
basin could contain many fields of 250-500 
million barrels or more of recoverable oil, or gas 
equivalent each. 


The number of wildcat wells required to evaluate 
a sedimentary basin varies with the type and size 
of structures, the geologic subdivision of the 
basin, the distribution and geometry of the 
reservoirs, and the economics of the petroleum 
province. Success was achieved in the North Sea 
only after twenty years of intensive exploration 


(3) Geological period about 300 million years ago. 


on-land followed by over 200 wildcat wells 
drilled offshore which finally lead to the discovery 
of the many types of oil and gas fields presently 
known. The size and geology of the Gulf of 
St. Lawrence suggest that tens of wildcat wells 
will be needed to evaluate the structures 
discovered by recent seismic programs. Since 
the average cost of a wildcat well offshore is 
approximately three million dollars, the initial 
wildcat drilling programs will cost in the tens of 
millions of dollars. After a discovery development 
drilling and production, expenditures will amount 
to hundreds of millions of dollars. 


Offshore basins are usually explored after 
production has been established on land which 
thus provides the incentive for the costly offshore 
exploration. This has happened in_ prolific 
petroleum basins such as the Gulf Coast, North 
Sea, Caspian Sea, and Lake Maracaibo to name 
but a few basins. Where there is no major 
production on-land, exploration is often retarded 
since geologic regions compete with each other 
for exploration dollars and activity. The Gippsland 
field, for example, was only recently discovered, 
in the Bass Straits between Australia and 
Tasmania, through the persistent efforts of 
geologists who believed that, despite the poor 
prospects for large accumulations of oil and gas 
on-land, the offshore prospects were promising. 
In the Gulf of St. Lawrence, the production at the 
Stony Creek field in New Brunswick, and the 
many oil and gas shows, in sediments exposed 
at the surface around the Gulf, indicate that this 
offshore basin is likely to contain oil and/or gas. 


Only two wells have been drilled offshore in the 
Gulf of St. Lawrence, one in the Northumberland 
Straits and the other off the coast of Cape Breton 
Island. The latter well did not reach its projected 
objective depth, and as far as we know it was 
plugged after running intermediate casing at 
9,000’. This was due to inclement weather and 
as we understand it, further drilling should take 
place in the same hole in the near future. In 
Québec, only one well has been drilled, the 
Sarep HO Brion Island No. 1 test, which bottomed 
in salt. There have been a few wells drilled on land 
in the Maritimes Provinces but these are con- 
sidered to be too far from Québec to evaluate 
its offshore petroleum potential. 


The information available for the evaluation of 
the Gulf of St. Lawrence includes numerous 
geologic reports on Québec and the Maritime 
Provinces. Soquip has completed this compilation 
work by extensive field geologic programs in the 
Gaspé Peninsula during 1971 and in the Maritime 
Provinces during 1972. The field work was 
complemented by detailed laboratory studies on 
the sediments. These studies evaluate the source 


rock and reservoir potential for oil and gas and 
identify and correlate the formations which are 
likely to be encountered during future offshore 
drilling. 


Geophysical investigations include published 
gravity, aeromagnetic and seismic refraction 
surveys. These surveys provide the regional 


framework of the Gulf but do not provide with 
enough certainty the specific structures located 
in the basin on which drilling decisions can be 
made. This specific and detailed definition of 
possible traps can only be achieved by a tight 
grid of marine geophysical investigation such 
as reflection seismic. 


In 1970 and 1971, Soquip and its associates have 
acquired, processed and interpreted several 
thousand miles of such seismic data in the 
Québec portion of the Gulf. In 1972, Soquip shot 
a detailed program over possible oil and gas 
traps indicated by the regional surveys. Some 
important interesting features have been con- 
firmed and extended by this program and are now 
well enough deliveated to be drilled. 


GEOLOGY OF THE GULF 


Approximately 350 million years ago, the 
southeastern part of Canada had gone through a 
period of mountain building comparable to the 
actual Rocky Mountains, the Alps and the 
Himalayas. The mountain building period, called 
the Acadian period, was followed by penepla- 
nation. Peneplanation is the process through 
which mountains are broken down by weathering 
or erosion and the erosional products are washed 
down the valleys into the sea. Long and pro- 
nounced peneplanation leads to flat or only 
hilly landscape. 


The Laurentians, north of Québec, have gone 
through this process whereas the Rocky 
Mountains are only in the beginning of the 
breakdown. After the peneplanation of the 
Acadian, which gave raise to the actual geological 
picture of the Gaspé Peninsula and the Anticosti 
platform, subsidence started in the Gulf area. 


Sand, clay and gravel had filled up or were 
filling up erosional valleys and other depressions. 
In the border areas of the Gulf, this phase was 
accompanied by some local volcanism. It was 
the time of deposition of what is called the 
Horton Group. In the border areas, this group can 
reach thicknesses of 10,000 feet and over. 


Further sagging of the Gulf region led to the 
incursion of the sea. This incursion came 


mainly from a southeast access way. The sea 
progressed over the Gulf area. Facing the open 
ocean limestones developed with build-ups of 
coral reef zones and coral sand beaches. These 
limestones formed a barrier which separated an 
interior basinal development from the open ocean. 


At this period, the Windsor time, about 340 
million years ago, the Bradelle Platform and the 
Magdalen Salt Basin were developed. The 
Bradelle Platform is an area of relatively slow 
subsidence on which clastic sediments, washed 
in from the surrounding land, accumulated 
together with possible concentration of oyster- 
type shell beds, lime sands, and gypsum, plus 
salt derived from evaporating stagnant water 
pools. Some coral reef growth, such as the 
present days Florida reef track (The Keys), might 
have taken place. 


Towards the east, the Bradelle Platform deepens 
into the Magdalen Salt Basin. This basin is 
characterized by more pronounced subsidence. 
The basin has been filled in with abundant salt 
and other products of evaporation. The Magdalen 
Basin formed a kind of inland sea in connection 
with the open ocean through the _ earlier 
mentioned barrier zone which ran from Nova 
Scotia into Newfoundland. This means that sea 
water infiltrated in a kind of lagoon subject to 
constant evaporation which gave rise to the 
formation of heavy brine solutions and the 
deposition of the so-called evaporites such as 
salt and gypsum. In the border areas, where 
Windsor Group deposits are actually exposed, 
thicknesses reach up to 3,000 ft. Here the 
sediments are mainly carbonates, and evaporites. 


Through upheaval of the surrounding land 
masses, the Windsor carbonate-evaporite se- 
quence came to a standstill. Continental to 
estuarine, lake, marsh and river gravels, sands, 
silts and clays with local coals were deposited as 
the Canso, Riversdale, Cumberland groups. 
Finally, roughly 280 million years ago, the 
Pictou group was laid down south of the 
Anticosti platform, in a more or less irregular 
pattern over the whole region of the Gulf of 
St. Lawrence and the adjacent areas. 


The total sediment accumulation reached in the 
Magdalen Basin has been over 35,000 feet thick. 
Of course, this overburden weighed heavily 
upon the evaporite sequence of the basin. 
Consequently, this sequence became mobile and 
gave rise to the formation of salt intrusions and 
associated features into the overlying formations. 
The top of one of the salt intrusions was reached 
in the Sarep-H.Q.-Brion No. 1. well at a relatively 
shallow depth. 


i I SE ES SSS SES 


CONCLUSION 


The Gulf of St. Lawrence Basin can be compared 
with prolific basins such as the Paradox Basin of 
the Rocky Mountains, the North Sea basins 
and others. 


The exploration interest of the Gulf is enhanced 
by the presence of several potential oil-bearing 
horizons such as the Acadian series, the Horton, 
the Windsor and the younger sands. 


The last Acadian deposits underneath the 
relatively shallow Bradelle Platform form an 
attractive target for exploration considering the 
numerous oil and gas shows in these series in 
eastern on-shore Gaspé. These series have been 
folded and are truncated by overlying sediments. 


The presence of oil and gas accumulation in the 
Horton reservoir rocks of the Stoney Creek field 
renders this group also very prospective in 
many parts of the region. 


The carbonates of the Windsor include reefal and 
barrier deposits, which are outstanding host 
rocks for hydrocarbon accumulations. Their 
presence in the Gulf area is unquestionable. 


Sands present in the whole sequence have 
reservoir potential in many parts of the basin 
where proper grain size distribution enhanced 
porosity and permeability development. In the 
Magdalen Basin, salt intrusion has placed several 
such targets in favorable structural position. 


The Gulf of St. Lawrence Basin is a very attractive, 
multiprospective basin with abundant primary 
targets at relatively shallow depth (5,000 — 
15,000 feet). Its potential has to be tested by 
drilling many and expensive wildcats. This, 
however, is fully justified since each major 
target could easily contain over 250 million 
barrels of oil or gas equivalent. 


REPORT OF ACTIVITIES 


In its first year, Soquip’s exploration work was 
mostly concerned with general studies of the six 
sedimentary basins in Québec and acquisition 
of lands in each of these. These general studies 
made it possible to orient our expenditures to the 
most promising parts of our land holdings. 


In the course of the present fiscal year, acreage 
in the Gaspé Peninsula was increased but a 
number of leases in the St. Lawrence River had 
to be abandoned for technical and budgetary 
reasons, and participation in the St. Lawrence 
Lowlands had to be reduced in exchange for 
work. On March 31, 1973, the extent of our land 
holdings amounted to 39,011,185 gross acres 
and 33,769,451 net acres, which represents an 
increase of 402,795 gross acres and of 216,857 
net acres during the fiscal year. 


Surface geological work was concentrated this 
year on the periphery of the Gulf of St. Lawrence 
in an attempt to correlate the geological data 
acquired in Gaspé, New Brunswick and Nova 
Scotia with geophysical data from our seismic 
surveys in the Gulf. This correlation work is and 
will continue to be useful to evaluate the extent, 
thickness and nature of potential oil-bearing 
sediments under the waters of the Gulf. 


The greater part of the budget allocated to 
surface geology was absorbed by this type of 
work but the regional reconnaissance studies 
that have been going on for two years in Gaspé 
and the St. Lawrence Lowlands were nevertheless 
continued. These studies provide us with a 
preliminary evaluation of the petroleum potential 
of lands now held by other companies which 
could be of interest to Soquip in the future. 


During the last year, Soquip carried out 88 
party-weeks of surface geology as compared 
with 54 in 1971-72 and 7 in 1970-71. 


In geophysics, land and marine seismic surveys 
were carried out, as in previous years, along with 
a detailed gravimetric survey in the Percé Area. 


A substantial part of the geophysical budget was 
used for computer reprocessing and reinter- 
pretation of the data obtained during the previous 
years and integration of the latter to the body of 
data acquired during the current year. The rapid 
progress of technology of geophysical data 
processing allows us to extract more and more 
useful information from the same basic data 
when they have been initially recorded correctly. 


This year, the marine seismic survey was limited 
to a detailed study of a number of zones in the 
Gulf of St. Lawrence which our various seismic 
surveys of previous years had shown to be of 
interest. These detailed studies, integrated to the 
results already obtained, confirm the presence 
of many favourable structures in the lands held 
by Soquip. 


It should be noted that the very recently 
developed “Vaporchoc” technique was used for 
these surveys for the first time in Québec, with 
results comparing very favourably with the 
previously used “Air gun” and ‘‘Vibroseis” 
techniques. 


In 1972-73, Soquip carried out 614 miles of 
marine surveys as compared with 1,483 miles in 
1971-72 and 902 miles in 1970-71. 


SEISMIC 


The land geophysical program was relatively 
important this year. It involved work on our 
licences in Rimouski, Fauvel and Percé and the 
use of ‘‘Vibroseis’’ and dynamite as energy 
sources. The cost of seismic work in these three 
areas is very high on account of the rugged 
terrain and the poor road network. In these 
difficult terrains, the use of a gravimetric survey, 
which is much less expensive than seismic 
surveys, allows a better choice for the location of 
seismic lines in relation to the subsurface 
structures and thus reduces the mileage of 
seismic profiles required to obtain equivalent 
results. 


In 1972-73, Soquip carried out 149 miles of land 
seismic surveys in comparison with 31 miles in 
1971-72 and 113 miles in 1970-71. 


Drilling is the determining step of petroleum 
exploration, the usefulness of geological and 
geophysical surveys being limited to locating 
the sites where the considerable financial effort 
of deep drilling is to be concentrated. 


LAND SEISMIC 


At the beginning of the year, it was decided to 
farmout a portion of our interest in our Lake 
St-Pierre licences for further exploration work 
and the drilling of a deep test by another company. 
In that area, previous work had indicated a 
promising structure which could not be drilled 
with the budget on hand. The target formation 
having been reached, our associates and our- 
selves decided on a second hole to investigate 
the same horizon in a higher structural position. 
This was done by deviating the hole at depth in 
order to avoid drilling a complete second well, a 
technique which had never been used in Québec. 


Two shallow wells were also drilled by Soquip in 
Lake St-Pierre, which brought this year’s drilling 
to 11,330 feet as compared to 10,230 feet in 
1971-72. 


DRILLING 


Oil and gas exploration requires a sustained and 
increasing effort as much in the acquisition of 
well-balanced land holdings as in geological and 
geophysical work and drilling. Each year’s 
results in these two areas accumulated with the 
land holdings and technical knowledge previously 
acquired increase the probability of a discovery 
and constitute the assets of the company in the 
absence of proven reserves. In 1972-73, the 
work has been spread out as follows between 
Québec’s six sedimentary basins. 


1) THE GULF OF 
ST. LAWRENCE BASIN 


Total area in Québec: 
8,929,800 acres 


Area under Québec licences: 
8,929,800 acres 


Land holdings of Soquip (gross): 
9,368,325 acres 


Land holdings of Soquip (net): 
5,140,420 acres 


1.1) LAND HOLDINGS 


Soquip’s land holdings in this basin were 
modified slightly in 1972-73 and our associate, 
Amoco Canada Ltd., farmed out its 50% interest 
in our joint holdings to Shell Canada Ltd. 


Our land holdings of 9,368,325 gross acres, of 
which 5,140,420 are net, are distributed as 
follows: 


— 912,513 acres held 100% by Soquip; 


— 50% of 3,300,000 acres around the Magdalen 
Islands held by Soquip and Sarep ; 


— 50% of 5,155,812 acres between the Magdalen 
Islands and the Gaspé Peninsula explored 
jointly by Soquip and Shell Canada Ltd. 
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following Amoco’s farmout. According to the 
boundaries agreed upon between the provinces, 
4,717,287 acres of this area are located in 
Québec’s offshore territory, 189,285 acres in 
Prince Edward Island, 177,907 acres in New- 
Brunswick, 47,872 acres in Newfoundland and 
21,461 acres in Nova-Scotia. 


1.2) EXPLORATION 


In 1972-73, two geophysical programmes were 
conducted. The first one consisted of a seismic 
experimental program in the salt dome area 
around the Magdalen Islands. 


The second comprised 464 miles of seismic 
reflection with a “vaporchoc” energy source and 
a 24 and 48 fold coverage over structural 
features of the Bradelle Platform. These features 
were detected in previous years during recon- 
naissance shooting with an 8 to 10 mile spacing 
pattern. 


The geological models have been integrated in 
the geophysical interpretation of the basin. Data 
from the only well in the Québec part of the basin, 
Sarep — Hydro-Québec — Brion #1, which 
encountered Mississippian salt, was correlated 
with the field geological data collected around 
the gulf. In 1972, Soquip had two full geological 
parties in operation in the maritime provinces 
and one in eastern Gaspé. The maritime parties 
spent 37 party-weeks in the field to determine 
the structural styles and trends, the stratigraphy 
and the paleogeography of the Carboniferous 
onshore onlaps. The Gaspé party worked 16 
party-weeks to detail the Acadian prospects 
which are also present in the western offshore 
and form here the bedrock of the St. Lawrence 
basin. As outlined before, prospects are now 
awaiting drilling. 


2) ANTICOSTI BASIN 


Total area in Québec: 
25,994,580 acres 


Area under licence: 
25,655,980 acres 


Land holdings of Soquip (gross): 
23,937,300 acres 


Land holdings of Soquip (net): 
23,937,300 acres 


2.1) LAND HOLDINGS 


Soquip’s land holdings of 23,937,300 net acres 
in this area has not been modified. 


2.2) EXPLORATION 


Previous geophysics were further evaluated. 
This allowed us to define a more detailed seismic 
offshore programme to be done at a later date. 
Evaluation of the seven tests drilled so far on 
the island was completed. A sedimentological 
and geochemical analysis is now in progress. 
This analysis, together with future geophysics, 
will allow Soquip to delineate those areas of the 
Anticosti basin where the probability of hydro- 
carbon accumulation is attractive. 


The abundant oil and gas shows encountered in 
the lower sandstones and dolomites of the 
onshore wells, the pronounced - structural 
elements of the western part of the basin and the 
updip northerly wedging of the lower series 
towards the canadian shield render the basin 
very attractive for full offshore evaluation. 
Moreover, targets in the northeastern part of the 
Soquip holdings appear to be present at shallow 
depth and in shallow water. Further complete 
evaluation will include the geology of the 
sedimentary sequence north of the Jacques- 
Cartier Strait. 


3) GASPE TROUGH 
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Total area in Québec: 
3,355,765 acres 


Area under licence: 
3,336,315 acres 


Land holdings of Soquip (gross) : 
1,451,850 acres 


Land holdings of Soquip (net): 
903,373 acres 


3.1) LAND HOLDINGS 


The Gaspé Trough region has an area of 
3,355,765 acres of which 3,336,315 acres are 
under licence. Soquip’s holdings in this region 
have been modified in two sectors: 


— Our interest of 20% in a group of licences held 
by Laduboro Oil Ltd. totalling 215,000 acres 
nos. 265, 266, 397, 398, 412, 413, 414) was 
increased to 50%. Licence 531, comprising 
19,700 acres, was acquired jointly by Soquip 
and Laduboro on May 23, 1972 and a 50% 
interest was taken by Soquip in licences 267, 
466, 501 and 502 held by Laduboro. 


Our net land holdings in this part of the Gaspé 
peninsula went from 43,100 acres to 210,300 
acres during the year. 


— The block of licences held jointly with Golden 
Eagle Development Ltd. (53% Soquip, 47% 
Golden Eagle) was increased by our joint 
acquisition of a 50% interest in licences 228 and 
229 held by Gulf Canada Ltd. Our net land 
holdings in this area passed from 315,085 
acres to 334,673 acres. 


—To these holdings, we must add an offshore 
area of 227,900 net acres east of Gaspé and 
130,500 net acres south of Rimouski, the 
latter form part of a group of licences on which 
Terra Nova Explorations Ltd. retains a royalty. 


Our net land holdings in these four zones of 
interest of the Gaspé Trough total 903,373 acres. 


3.2) EXPLORATION 


Gaspé has always been a center of oil exploration 
interest. The abundance of oil seeps in the eastern 
part of the anticline of Riviére St-Jean has led to 
the drilling of many shallow wildcats since 1860. 
Despite exploration efforts carried out over the 
years, the Gaspé Acadian basin is still virtually 
unexplored. 


This year, in the Gaspé region, Soquip conducted 
16 party-weeks of surface geology, extensive 
geochemistry, 113 miles of land seismic and a 
532 station gravimetric survey. This effort, 


mmm 


combined with our previous work in the area and 
the evaluation of published well information, 
places Soquip in a good position to evaluate the 
prospects of this region. 


It is now understood that the so-called east-west 
trough consists of several secondary basins, 
delimited by volcanics in the west and a paleo- 
high in the east. The secondary basins were 
separated by hinge areas, now corresponding 
to the general anticlinal trends. These and the 
updip wedging towards the paleohigh, both 
onshore and offshore, are considered primary 
unexplored targets. 


Further geophysical work is,however,required to 
finalize the determination of several prime 
drilling locations. 


4) CHALEURS BAY 
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Total area in Québec: 
1,900,000 acres 


Area under licence: 
793,600 acres 


Land holdings of Soquip (gross) : 
772,000 acres 


Land holdings of Soquip (net): 
772,000 acres 


4.1) LAND HOLDINGS 


The sedimentary geological region of Chaleurs 
Bay covers some 2,836,000 acres of which 
1,900,000 acres are located in Québec. The land 
holdings of Soquip in this area have not been 
modified since their acquisition in June 1970; 
they consist of the Québec half of the bay, that 
is 772,000 acres. 


4.2) EXPLORATION 


The offshore Chaleurs Bay has been explored 
geophysically. In 1971, 143 miles of marine 


seismic were carried out revealing the presence 
of two distinct areas, one in the west and one in 
the east of the bay. The western part seems 
complex, probably due to volcanics, but the 
eastern part shows interesting features which 
have to be detailed by further geophysics. 
Closely spaced sampling of the northern Silurian 
coastal sections has revealed interesting surface 
reservoir facies for hydrocarbons. 


A geochemical and sedimentological study is still 
in progress. The study is going to be completed 
with data from the bay’s south coast. Sampling 
of the secticns will take place in the summer 
of 1973: 


5) TACONIC COMPLEX 
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Total area in Québec: 
8,644,670 acres 


Area under licence: 
7,607,240 acres 


Land holdings of Soquip (gross) : 
3,240,030 acres 


Land holdings of Soquip (net): 
2,931,141 acres 


5.1) LAND HOLDINGS 


The Taconic Complex region covers 8,644,670 
acres, of which 7,607,240 acres are under 
licence. 


Soquip was led to abandon a group of licences, 
comprising 327,200 acres, under the St. Lawrence 
River, downstream from Ile aux Coudres. This 
decision was taken once it became obvious that 
the techniques required to obtain useful geo- 
physical data in the difficult environment of the 
river would entail unit costs incompatible with 
and our interest in these lands. 


The costs of Soquip’s previous work, which had 
been capitalized against these licences, were 


written off and are shown as deficit of $67,111 
on the balance sheet. 


Our other interests in the Taconic Complex were 
not modified in 1972-73; they comprise: 


—2,515,000 net acres in the St. Lawrence 
Estuary between Logan’s Line and the north 
shore of the Gaspé Peninsula. 


— An interest of 33 1/3% in licence 507 (44,000 
acres) near Mont-Louis; this licence is shared 


with Shell Canada Ltd. and Northern Oil 
Explorers Ltd. 
—196,000 net acres south of Rimouski 


representing a block of licences in which Terra 
Nova Explorations Ltd. holds a royalty. 


—An interest of 50% in a group of licences 
totalling 268,100 acres downstream from Ile 
d'Orléans; the other 50% is held by Sisque. 


—An interest of 30% in two licences (90,000 
acres) downstream from Ile d’Orléans; the 
other 70% is held by Sisque. 


— An interest of 35% in a group of licences of 
126,930 acres covering lle d’Orléans and 
surroundings; 35% is held by Sisque and 30% 
by PanCanadian Petroleum Ltd. 


These various interests contribute 2,931,141 net 
acres to Soquip’s land holdings. 


5.2) EXPLORATION 


The Taconic Complex, often compared with the 
proliferous foothills of Alberta, are still scarcely 
explored. North-east of Québec City, the well 
Shell-NOEL-Great Plains Parke No. 1 proved 
that the presumed tectonic succession of 
imbricated allochthonous sheets of Middle 
Ordovician and older rocks to be correct. 


The extension and character of the taconics in 
the St. Lawrence River were further tested by 72 
miles of marine seismic in the summer of 1972. 
Unfortunately, owing the strong currents of the 
river, the survey proved to be only marginally 
successful. 


In the onshore area, the Rimouski dome, which 
is in size broadly 50 miles by 10 miles, could 
contain several successions of fractured gas- 
bearing strata in its subsurface. Geophysics and 
study of the surrounding Acadian deposits have 
shown that the Rimouski mass of imbricated 
taconic sheets could have been retectonized in 
the Middle Devonian to form the actual structural 
dome. 


The wildcat test, on Ile d'Orléans, located after 
detailed compilation of regional geological and 
geophysical data, inclusive of the 1971 seismic 
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on the island, proved the presence of encouraging 
gas shows at shallow depth. These shows of the 
lle d'Orléans well are grossly correlatable with 
the gas flows known from the Shell well Ste. 
Francoise Romaine No. 1 further southwest. 
Soquip conducted 10 party-weeks of surface 
geology in this general area in 1972. 


The fact that both wells seem to be located on a 
same structural trend locates the Québec area 
in an excellent position for follow-up drilling of 
several relatively shallow 3,000 to 4,000 ft. wells. 


6) THE ST. LAWRENCE 
LOWLANDS 


Total area in Québec: 
3,817,916 acres 


Area under licence: 
2,375,011 acres 


Land holdings of Soquip (gross) : 
241,680 acres 


Land holdings of Soquip (net): 
85,217 acres 


6.1) LAND HOLDINGS 


The St. Lawrence Lowlands platform has a total 
area of 3,817,916 acres of which 2,375,011 acres 
are under licence. 


Soquip’s net acreage in the vicinity of Lake 
St-Pierre was reduced following contract work 
by Canada Cities Service which allowed this 
company to earn a 50% interest according to our 
farm-out agreement of April 17, 1972. Our net 
land holdings in this area comprise: 


— 33,925 net acres representing 50% of licences 


344 and 253; the other 50% is held by Canada 
Cities Service; 


— 29,500 net acres representing 25% of licences 
338, 243 and 252; 50% is held by Canada 
Cities Service and the remaining 25% by 
Laduboro Oil Ltd. 
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Our land holdings in the Lowlands area comprise 
also: 


— 14,287 acres representing 35% of licence 436, 
near Québec, in which 35% is held by Sisque 
and 30% by PanCanadian. 


— 7,505 acres representing 50% in the west part 
of licence 435, near Québec; the other 50% 
is held by Sisque. 


These various interests contribute 85,217 acres 
to our net land holdings in the St. Lawrence 
Lowlands basin. 


6.2) EXPLORATION 


Results of the 4,280 ft. Soquip-Laduboro- 
Baieville No. 1 well drilled in 1971 led to a 
greater exploration effort in this area in 1972 with 
the assistance of Canada Cities Service Ltd. 


Additional seismic and 25 party-weeks of 
structural, stratigraphic and sedimentary surface 
geology were carried out and the Citgo-Soquip- 
Laduboro-Nicolet 1 well was drilled to a depth of 
6,387 feet. This well was whipstocked at 3,060 
feet and the deviated Citgo-Soquip-Laduboro- 
Nicolet No. 1A was drilled to 7,346 feet. The 
wells gave excellent indications to direct 
exploration to more attractive areas of the 
Lowlands but the gas finds were insufficient to 
be commercial. 


A detailed sedimentological and petrophysical 
study supported by geochemistry has been 
commenced. The search for porosity trends with 
the more sophisticated geophysical magneto- 
telluric exploration method is programmed. This 
new method in Québec together with the above 
laboratory studies and the reinterpretation of 
subsurface and seismic data, will put Soquip 
and its associates in an optimum position to 
further explore this part of Québec. 


SOQUIP 


SOQUIP (Chapter 36 of 1969 Laws) 


BALANCE SHEET 
MARCH 31, 1973 


ASSETS 


CURRENT ASSETS 
Cash and term deposits 
Accounts receivable 


Subscribed capital receivable (note 1) 


Subscribed capital receivable (note 1) 


FIXED ASSETS (note 2) 
Oil and gas properties (at cost) 


Other assets (at cost) 


Less accumulated depreciation 


DEFERRED CHARGES (note 3) 


1973 1972 
$ $ 

2 276 496 2 241 476 
126 394 2 868 

1 500 000 1 500 000 
3 902 890 3 744 344 
7 500 000 9 000 000 
2 885 822 1 962 984 
121 89 93 971 

(50 175) (29 242) 

71 720 64 729 

2 957 542 2 027 713 
715 807 368 158 

15 076 239 15 140 215 


Signed on behalf of the board 


BERNARD CLOUTIER, president 
FERNAND GIRARD, secretary 


LIABILITIES 


CURRENT LIABILITIES 
Bank overdraft 
Accounts payable and accrued charges 


SHAREHOLDER’S EQUITY 


CAPITAL STOCK (note 1) 
Authorized and subscribed — 


300,000 shares of a par value of $50 each 


DEFICIT (note 4) 


15 076 239 


1973 1972 

$ $ 

70 585 77921 

72 765 62 294 

143 350 140 215 

15 000 000 15 000 000 
67 111 —_ 

14 932 889 15 000 000 


15 140 215 


SOQUIP 


STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


for the year ended March 31, 1973. 


SOURCE OF FUNDS 


Issue of shares 


APPLICATION OF FUNDS 
Capitalized exploration costs 
Acquisition of other fixed assets 
Deferred charges 


Less: depreciation 


CHANGE IN WORKING CAPITAL 
Increase (decrease) in working capital 


Working capital at beginning of year 


Working capital at end of year 


989 949 

28 673 
347 649 
(21 682) 


1 344 589 


155 411 
3 604 129 


3 759 540 


1972 
$ 


1 500 000 


1 328 840 
45 015 
214 503 
(18 702) 


1 569 656 


Keckler ee 


(69 656) 
3 673 785 


3 604 129 


NOTES TO FINANCIAL STATEMENTS AS AT MARCH 31, 1973 


NOTE 1 — CAPITAL STOCK 


According to its charter, Soquip’s authorized capital stock of $15,000,000, entirely subscribed by the 
Minister of Finance, is payable by yearly installments of $1,500,000 during 10 years until 1979 
inclusively. 


During the financial year, 30,000 $50 shares have been issued bringing the paid-up capital to 
$6,000,000 representing 120,000 shares. The remaining shareholder's commitment to the company 
is of $9,000,000 of which $1,500,000 payable in 1973-74. 


NOTE 2— FIXED ASSETS 


Oil and gas properties 


The Company is in the exploration stage and capitalizes or defers all expenses related to oil and gas 
exploration or administration. The Company is deemed to have realized no profit and to have sustained 
no loss; accordingly, no statement of profit and loss is presented. 


Petroleum and natural gaz properties 
The cost of oil and gas properties comprises: 


Capitali- Capitali- Capitali- 

zation zation zation 
at March 31, before Write- at March 31, 

1972 Additions write-off off 1973 
Acquisition of rights 205 621 12 997 218 618 10 541 208 077 
Geological work 148 108 198 906 347 014 1515 345 499 
Geophysical work 1 349 913 705 960 2 055 873 55 055 2 000 818 
Drilling 259 342 72 086 331 428 331 428 
1 962 984 989 949 2 952 933 67 111 2 885 822 


“Amounts previously capitalized on abandoned permits. 


Other fixed assets 


Depreciation of other fixed assets is computed on the reducing balance method at generally re- 
cognized rates. 


NOTE 3— DEFERRED CHARGES 
The deferred charges comprise: 


March 31, March 31, 
1972 Additions 1973 

General and administrative expenses 694 798 512 071 1 206 869 
Depreciation 29 242 21 682 50 924 
724 040 533 753 1 257 793 

Less: 
Income from investments 345 538 155 029 500 567 
Miscellaneous income 10 344 31 075 41 419 
355 882 186 104 541 986 
Deferred charges 368 158 347 649 715 807 


NOTE 4 — DEFICIT 


The abandonment of licences 260 to 265 covering 327,200 acres entailed the write-off of $67,111 
which had been capitalized on these licences. 


AUDITOR-GENERAL’S REPORT 
TO THE SHAREHOLDER 


In accordance with Section 18 of the Québec 
Petroleum Operations Company Act — SOQUIP, 
| have examined the balance sheet of the 
company as at March 31, 1973 and the statement 
of source and application of funds for the year 
then ended. | have obtained al! the information 
and explanations | have required. My examination 
included a general review of the accounting 
procedures and such tests of accounting records 
and other supporting evidence as | considered 
necessary in the circumstances. 


in my opinion and according to the best of my 
information and the explanations given to me 
and as shown by the books of the company, 
these financial statements are drawn up so as to 
exhibit a true and correct view of the state of the 
affairs of the company as at March 31, 1973, the 
results of its operations and the source and 
application of its funds for the year then ended, 
in accordance with generally accepted account- 
ing principles applied on a basis consistent with 
that of the preceding year except for the 
presentation in the balance sheet of the 
subscribed capital stock receivable. 


Gérard Larose, C.A. 
Auditor-General 


QUEBEC, May 4, 1973. 
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